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AGRICULTURE, DEPARTMENT OF
A final rule on educational and training programs has been issued by the Food and
Nutrition Service (see the 5/15/79 Fed. Reg., pp.28280-86). This rule contains
an audit requirement which states that internal audits should be performed in
accordance with OMB Circular A-102, Attachment G. For more information contact
Audrey Maretzki at 202/447-9081.
COMMERCE, DEPARTMENT OF
Final rules implementing the Coastal Energy Impact Program have been published in
the 5/21/79 Fed. Reg., pp. 29580-602. The rules contain a provision for an
audit of assistance recipients in accordance with CMB Circular A-102 and FMC
74-4. These rules became effective on 5/21/79. Additional information may
be obtained by contacting James Robey or Dan Hoydish at 202/634-4128.
COMMODITY FUTURES TRADING COMMISSION
Three more operating interpretations have been issued by the Commission's Division
of Trading and Markets. Interpretation #2 sets forth the conditions that
must be met by a futures commission merchant or a clearing organization of a
contract market before they can invest customer funds under repurchase agree
ments. Interpretation #3 pertains to the proper treatment of certain
receivables for purposes of the Commission’s minimum financial requirements.
Interpretation #4 concerns the development and maintenance of programs by
exchanges to monitor the financial condition of their member futures
commission merchants. For additional information on these interpretations,
contact the Commission at 202/254-8630.
A final rule which defines the term "proprietary account" has been issued by the
CFTC (see the 5/21/79 Fed. Reg., pp.29448-50). The effect of this amendment is
to narrow the definition and thereby increase the number of "accounts and
customers" and gain certain benefits and protections. These rules are
effective as of 7/20/79. For additional information, contact Lawrence Patent
at 202/254-8955.
COST ACCOUNTING STANDARDS BOARD
Notice its Third Evaluation Conference, to be held on 11/1/79 in Reston, Virginia,
has been issued by the CASB (see the 5/22/79 Fed. Reg., pp.29699-700). The
conference is designed to receive suggestions to improve Cost Accounting
Standards and to enhance their utility. The Board is particularly interested
in hearing from representatives of individual companies and contracting agencies
about specific experiences involving the application of the Board's standards,
rules and regulations. For further information contact Arthur Schoenhaut at
202/275-6111.
DEFENSE, DEPARTMENT OF
The Defense Department is encouraging its private contractors to use special
accounting procedures for recording labor charges changed because of shorter
work weeks resulting from gasoline shortages. DOD directed its member services
and the Defense Logistic Agency to encourage contractor proposals for the
special accounting procedures which would facilitate temporary 40-hour work
weeks. According to a memo circulated by Deputy Under Secretary for Acquisition
Policy Dale W. Church, if the proposed special accounting procedures are
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verifiable and would result in no cost increase or only minor cost differences,
they should be approved. Church also stated that requests for deviations
from DOD acquisition rules necessary to permit the use of special accounting
procedures should receive immediate attention by his office.
FEDERAL ELECTION COMMISSION
Public financing of congressional campaigns was probably doomed by a recent House
Administration Committee vote. Despite some predictions of a close contest,
the C o mmittee voted to kill the legislation (HR 1), 17-8. HR 1 would have
provided a maximum of $60,000 in Federal funds in general elections, matching
individual contributions of $100 or less. A candidate electing to receive
these matching funds would have been limited to an overall spending limit of
$210,000. Proponents of this bill have argued that this bill was vital to
reduce the undue influence of the contributions of political action
committees. Opponents challenged the bill on the grounds that it was weighted
heavily in favor of incumbents.
Additional arguments against the
legislation were bolstered by numerous studies that indicated PAC House and
Senate contributions in 1978 accounted for only 16% of contributions, while
individual contributions totaled 66%, with campaign loans and candidate
contributions accounting for the remainder. Despite the strong vote in the
House Administration Committee, backers of HR 1 may try to use the House Rules
Co mmittee to attach the provisions of their bill as an amendment to other
legislation and attempt to get it to the floor of the House for a vote. House
Speaker Thomas O ’Neill (D-Mass) is reportedly against such a move. The Senate
was reportedly awaiting House action prior acting on a companion proposal,
S.632, introduced by Sen. Kennedy.
FEDERAL HOME LOAN BANK BOARD
Final rules have been issued by the Board on forward commitments. These rules
would allow forward commitments by FSLIC-insured savings and loan institutions,
if reasonably conducted, up to a certain percentage of an institution's assets.
The rules also prescribe accounting and recordkeeping procedures. The rules
are effective as of 6/1/79. For further information contact Patricia Trask
at 202/377-6442.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
A final rule which sets forth various requirements for a contract between the
Secretary of HEW and a Health Maintenance Organization (HMO) under the Medicare
program was published by the Health Care Financing Administration in the
5/18/79 Fed. Reg., pp.29058-65. This rule reflects changes made by the HMO
Amendments of 1976, and contains an audit requirement for HMDs for medicare
purposes. The rule became effective as of 5/18/79. Additional details are
available by contacting Marinos Svolos at 301/594-9315.
INTERSTATE COMMERCE COMMISSION
A summary of the Administration's trucking deregulation proposal is currently
being circulated to key members of Congress and industry representatives. A
formal proposal to phase out many of the ICC's regulations concerning the
trucking industry is expected to be ready for submission to Congress sometime
in June, according to Administration spokesmen. Key features of the Admin
istration proposal include: removal of all ICC certificate restrictions by
the end of 1983; liberalized standards for entry into the industry; and changes
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in rate requirements, coupled with the removal of the antitrust immunity for
cartel-like rate bureaus.
In a related development, at the same time of the joint White House/
Department of Transportation proposal was announced, ICC unveiled its own
recommendations for deregulation. Under this proposal, the main change
would be a relaxation of the restrictions on entry into the marketplace for
12 categories of specialized interstate trucking companies. The Commission
also recommended the establishment of a zone of reasonableness for rate
setting for the 12 carrier categories and the elimination of participation
in rate bureaus. A fitness requirement for carriers covering such things
as insurance, safety, and other standards for the protection of both shippers
and the public would be retained.
It is expected that the ICC will be contacted by the White House in an
effort to coordinate the two deregulation efforts.
OFFICE OF MANAGEMENT AND BUDGET
The 1979 Catalog of Federal Domestic Assistance is now available. The Catalog
is a government-wide compendium of Federal programs, projects, services,
and activities which provide assistance or benefits to the public. It
contains over 1,000 financial and nonfinancial programs administered by
departments and establishments in the Executive branch. The primary purpose
of the Catalog is to assist users in identifying programs which meet the
specific objectives of the potential applicant and to obtain general information
on Federal assistance programs and other resources available from the Federal
government. This year, OMB will attempt to publish two updates reflecting
congressional action on budget proposals and substantive legislation and
include additional information on Federal, programs. The 1979 edition is
available for $20 from the GPO.
Another segment of the draft Federal Acquisition Regulation has been made avail
able for comment (see the 5/21/79 Fed. Reg., p. 29502). This segment covers
administrative matters such as contract execution and distribution and
contracting by negotiation. Comments on the segment are sought by 7/17/79.
For more information contact William Maraist or Strat Valakis at 202/395-3000.
SECURITIES AND EXCHANGE COMMISSION
A proposed amendment to ease filing requirements for wholly-owned subsidiaries
has been issued (see the 5/23/79 Fed. Reg., pp. 29906-08). The proposal would
amend the reporting requirements imposed on wholly-owned subsidiaries with
debt securities outstanding by deleting items from Form 10-Q and Form 10-K.
The SEC is seeking comments on this change by 6/30/79. For more information
contact Paul Belvin or Douglas Perry at 202/755-1750.
Brokers as well as investors are protected against fraud by the Securities Act
of 1933 according to the Supreme Court decision in U.S. v. Naftalin (78-561,
5/21/79). The Court unanimously held that Section 17(a)(l) of the '33 Act
prohibits fraud against brokers reversing a Court of Appeals decision. Fraud
against brokers may well redound to the detriment of investors. Although the
investors in this case suffered no immediate financial injury, the indirect
impact upon investors in such a situation can be substantial the court said.
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SMALL BUSINESS ADMINISTRATION

The House has passed its version (HR 4011) of legislation reauthorizing the SBA.
HR 4011 would set a $500,000 ceiling on SBA and FmHA loans, whereas the
recently-passed Senate legislation contains no ceiling provisions. Both
versions would establish a new "credit elsewhere" test for those seeking
to borrow money from the SBA. Under this program, loans would be available
to persons who could borrow from another source at the cost of money to the
government, while those who could not get credit elsewhere would pay only
a 5% interest rate. The House bill also contains a provision for the
expansion of the Small Business Development Center program. A conference
to settle the differences between the House and Senate SBA reauthorization
proposals is expected to take place sometime in the next month.
TREASURY, DEPARTMENT OF
Carryover basis, fringe benefit taxation and simplication of the tax code were
some of the major topics discussed at the spring meeting of the AICPA Federal
Tax Division held last week in Washington. Deputy Assistant Treasury
Secretary Daniel Halperin told the group that the Administration remains
opposed to repeal of the carryover basis rules. Rep. Barber Conable (R-NY),
ranking minority member of the House Ways and Means Committee, cautioned
that carryover repeal requires delicate political strategy. Premature
passage of a repeal measure could leave carryover opponents without sufficient
time to gather support for the expected Presidential veto of the repeal
legislation, he said. Turning to the issue of fringe benefit taxation, Rep.
Conable concluded that this complex issue requires more than "simplistic
solutions." Congress may not be able to resolve the issue by the end of this
year and this could result in a extension of the present moratorium, against
IRS action.
Proposed rules on the residential energy tax credit have been published in the
5/23/79 Fed. Reg., pp.29923-31. The proposal provides information on qualifying
energy-saving components, renewable energy source property, recordkeeping
requirements and certification procedures. Comments and a request for a public
hearing are due by 7/23/79. For more information contact Walter Woo a t 202/
566-3723.
A bill to make various improvements in employee stock ownership plans (ESOPs) has
been introduced by Senate Finance Committee Chairman Russell Long (D-La).
The "Employee Stock Ownership Improvements Acts of 1979" (S.1240) would make
the funding of ESOPs through an investment tax credit permanent and would
provide a tax credit for contributions to an ESOP based on wages rather than
equipment investment. Another provision of the proposed legislation would
establish a tax credit to offset up to $5,000 of the cost of establishing
an ESOP by an employer with fewer than 100 employees. Sen. Long has been
the leading advocate of ESOPs for many years and congressional consideration
of S.1240 is expected shortly.
SPECIAL:

NEW ACCOUNTING "COUNCIL" AND " INSTITUTE" TO WRITE THE STANDARDS?

On Wednesday, May 23, 1979, Sen. Harrison A. Williams, Jr. (D-NJ) introduced a
bill (S.1236), entitled the "State and Local Government Accounting and
Financial Reporting Standards Act of 1979", to amend the Securities Exchange
Act of 1934 for the stated purpose of encouraging uniformity in the
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preparation of municipal accounts and the form and content of the financial
statements of State and local governments. The overall objective of this bill
is declared as a means to ensure the availability of nationally recognized
accounting and financial reporting standards for State and local governments.
Significantly, this bill has two important co-sponsors: Senator William
Proxmire (D-Wisc), Chairman of the Banking, Housing and Urban Affairs Committee,
and Senator Paul Sarbanes, (D-Md), Chairman of the Securities Subcommittee.
While there are as yet no Republican co-sponsors for S.1236, Senators Proxmire
and Sarbanes chair the full committee and subcommittee that have legislative
jurisdiction over the securities laws.
The basic provisions of the bill create a "State and Local Government
Accounting and Financial Reporting Standards Council" which is composed of the
Secretary of the Treasury, Comptroller General of the United States, and
Chairman of the Securities and Exchange Commission, or their designees. The bill
also establishes a nonprofit instrumentality, not to be an agency of the U.S.
Government, known as the "Institute for State and Local Government Accounting
and Financial Reporting Standards." The "Institute" is composed of eleven
(11) members, all of whom are selected by the "Council" for terms of two (2)
three (3), or four (4) years: one member a representative of the Federal
Government; three members from State government; two members from local government;
two members of the public accounting profession; one member from the financial
analysts profession; two members frcm the public.
The function of the "Institute" shall be to promulgate accounting and
financial reporting standards applicable to State and local governments,
considering existing practices and procedures, and also the cost of implementing
new standards or revising existing standards. Additionally, the "Institute"
shall consult with the Comptroller General of the United States, the National
Council on Government Accounting the Financial Accounting standards Board,
and "allother appropriate Federal, State and local agencies or instrumentalities",
when promulgating a new standard.
While the "Council" has the authority to review and disapprove "Institute"
bylaws, there is no clear language in the bill as to whether or not the "Council"
may review and disapprove of standards which might be promulgated by the
"Institute".
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